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THE SITUATION 


Such changes as have occurred in the New 
England situation during the past month or two 
may be traced very largely to seasonal influences. 
Manufacturing activity has increased in a few 


industries, while it has decreased in others. 


Basic conditions have not become 


neither have they made 


worse; 
much _ progress. 
Indeed the assumption has never been justi- 
fied that the liquidation of the past two years, 
notwithstanding its magnitude could have re- 
moved in so short a time all of the major 
obstacles to continued growth of industry and 
the return of prosperity. There was a lack of 
balance between the supply of goods and the 
apparent demand for them at the beginning of 
1920 which the subsequent depression rectified 
in a large measure. But on the other hand it 
brought about no increase in the purchasing 
power of the farmer; neither has it reduced 
governmental expenditures so that the burden 
of heavy taxes can be lessened; nor has it re- 
duced the uncertainty concerning the tariff; 
and there certainly has been little appreciable 
improvement in the general foreign situation. 
These factors are all very real ones, and exert a 
tremendous effect on business. It is almost 
impossible for the industrial centers in this 
country to enjoy continued prosperity while the 
farmer is out of the market. He is not buying 
to any marked extent at the present time, and 
until there is either a reduction in the price of 
the articles he 


manufactured wants or a 
rise in the price of farm products, his pur- 


chasing power will not be materially in- 


creased. It is probable that much improve- 
ment in the general situation cannot be looked 
for until that time. 


Whether or not it is desirable that business 


conditions in this country should be independent 
of those in other parts of the world, it cannot 
be denied that conditions here are indirectly 
affected by those abroad. While this country 
has been experiencing a reduction in its inflated 
credit structure and a fall of commodity prices 
and wages, with the inevitable accompaniment 
of business depression and unemployment, much 
the same trend has taken place in England and 
France. On the other hand, Germany, either 
through force of necessity or desire, has followed 
a different method — that of continued inflation. 
Wages have been mounting rapidly, commodity 
prices even faster, factories have been operating 
at maximum capacity, and there has been very 
little unemployment. Yet it has been a fictitious 
prosperity, because that country has been sell- 
ing its products and its labor to other nations at 
less than their true value. This is a policy that 


cannot be continued 


indefinitely, because it 
means national bankruptcy. Possibly the first 
crack in the structure occurred in November and 
December, when the value of the German mark 
in the United States increased about 70 per cent. 
in a few days. This was accompanied in Ger- 
many by a drastic break in the stock markets, 
so serious as to call forth the designation of 
“Black Thursday” for 


December 1. As one 


consequence, commodity prices had only a 
moderate increase of 6 per cent. during Decem- 
ber, while in the previous month they had in- 
creased about 22 per cent., and in October 35 per 
cent. Confidence in the future has been shaken. 
The prospective conference at Genoa may be able 
to save the situation, but in the interim conditions 
may become much worse in Germany. If they 
do, both the French and the English situations 


will be affected, and this country cannot help but 
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feel the effects in some degree. 


It is highly desir- 
able to place the German financial system on a 
firm basis, yet business the world over may be 
forced to mark time while the readjustment is 
being completed. 

These basic factors must be kept in mind in 
forming a judgment upon what is in store for the 
future. The recital of them may sound _ pessi- 
mistic, but they are not stated for the purpose of 
putting a damper on whatever optimism may at 
exist. should they be consid- 


present Rathe 


ered in the light of justifying the maxim that 
“to be forewarned is to be forearmed.” 
There 


immediate concern which 


are three other conditions of more 


are constantly operat- 


ing to improve the present situation. The first 


has been spoken of many times, — namely, the 


continued large volume of distribution of goods 


through retail channels to the ultimate con- 


sumer,— remarkably large, considering the de- 


pression in agricultural and industrial centers. 
The department stores and apparel shops that 
for example, sold a larger 


report ia thi bank, 


volume of merchandise during to21 than dur- 


ing 1920. There was undoubtedly an over- 


production of merchandise compared with the 


real needs of the people during to1g and the 


first part of 1920, but it would seem as if goods 


were consumed faster than they were produced 


during the past vear and a half. The increased 
activity in the textile and shoe industries in this 
district during the latter part of 1921 was 


probably due to the fact that production had to 


be increased in order to meet the consumers’ needs. 
factor of immediate 


The se cond important 


concern in the business situation is the status of 


the building industry. lor several years the 
volume of new construction has been declining. 
Individual types of building have at times expe- 
rienced activity, but since 1916, with the excep- 
tion of part of 1919 and 1920, the general trend 
has been downward. At present, particularly in 
New England, there seems to be a change occur- 


The 


construction in 


ring in the situation. value of contracts 


awarded for new this district 


during December was the largest for any month 
in 1921. ‘This is particularly noteworthy, inas- 


much as a decline should normally be expected 
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at this time of the year, signifying that the 
improvement is doubly important. This fact, 
taken in conjunction with the prospect of 
moderation if not actual cessation in the decline 
of building costs for a time at least and the in- 
creased amount of credit available for building, 
the that 


operations in New England during the first part 


seems to warrant estimate building 
of rg22 will be considerably larger than during 
1921. 

The improvement in credit conditions is prob- 
ably equally as important as the continued large 
volume of retail trade and the increasing scale of 
building operations. It is certain that the strain 
in the money markets was a prime contributing 
cause of the last depression. It required an 
extraordinary amount of capital to do business 
in the first part of 1920, when commodity prices 
were high, and now that there has been a decline 
averaging about 46 per cent. in wholesale quota- 
tions, it is obvious that commercial demands for 
credit are not so large. Banks are charging 
their regular customers approximately 51% per 
cent. for short time commercial loans at present, 
as compared with 8 to 8/4 per cent. about a year 
ago. What is probably more important, credit 
is easier to obtain now than it was at that time. 
The banking situation is not strained, and frozen 
loans, while not entirely a thing of the past, are 
no longer a menace, and many large banks, 
members of the Federal Reserve System, have 
found it possible to do their business without 
borrowing from the Reserve Bank. The bank- 
ing system of the country has an enormous 


surplus gold reserve, sufficient to finance any 
reasonable expansion of business. 

The large volume of merchandise being sold 
by the retail stores, the better outlook for the 
building trades, and improved banking and credit 
conditions give hope of at least a moderate 
degree of business activity in New England dur- 
The and 


degree of the activity, however, will depend 


ing the coming months. duration 
largely on whatever changes may occur among 
fundamental 


the more factors, the foreign 
situation, the curtailment of the farmers’ pur- 
chasing power, the burdensome taxes accom- 
panying large governmental expenditures, and 
the influences of the tariff upon domestic and 
foreign trade. 
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MONEY AND BANKING 


General Money Market. The credit situation 
continues to improve each month, the cumulative 
betterment resulting in a monetary ease not 
experienced since this country entered the war. 
This is symptomatic of a phase of the industrial 
depression which appears sooner or later in all 
trade cycles, due to liquidation of high cost 
goods in storage on which were based a large 
volume of credits. Falling commodity prices, 
furthermore, permit the same physical volume of 
business to be carried on with a less amount of 
credit than was possible under the price level of 
two years ago. Ina period of dull business such 
as the present, all these factors tend to pile up 
the supply of funds, at the same time reducing 
the demand for them. 

With declining money rates there has arisen 
a volume of refinancing largely by bonds issued 
at attractive rates which are quickly taken by 
investors. The purpose of such financing, how- 
ever, reflects chiefly a desire on the part of the 
borrower to pay old debts previously contracted 
on less favorable terms. This is accomplished 
either by calling in high interest-bearing issues, 
when that privilege exists, and refunding them 
with bonds bearing a lower rate, or by funding 
floating indebtedness into long-term bonds. 
Corporations and governments having non-call- 
able high rate bonds outstanding, however, are 
in the position of having to face a long period of 
rigid, high overhead costs for interest over which 
they have no control. This, in a period of fall- 
ing prices, seriously limits a corporation’s margin 
of profit, - or in the case of a government, 
tends, in ite proportion which such interest 
charges bear to total government expenditures, 
to keep taxes at a high level. There is very little 
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demand for new money with which to finance 
industrial expansion at present, since many 
industrial plants are operating at less than their 
capacity. 

In Boston the money market, although rates 
have come down, is by no means so glutted with 
funds as in New York. Call money on January 
13 became generally available at 5 per cent. after 
having held steady at 5!4 per cent. for six 
months. The commercial paper market is dull, 
with rates generally around 5 per cent., although 
prime names are offered at 4°4 per cent. for three 
and four months dates. 

Money rates in the open market at Boston on 
January 17 were as follows: 


Commercial Banks to Customers, 52 per cent. 
Brokers’ Call Money, 5 per cent. 
go-day Bankers’ Acceptances, unendorsed, ; per cent. 
Commercial Paper (note brokers) 5 per cent. 
Year Collateral Loans, 514 per cent 


Banking Operations. As for several months 
past, the high reserve ratios shown by the Fed- 
eral Reserve Bank 3oston are the result of 
continued growth in reserves rather than of 
marked reduction in liabilities. Thus, on Janu- 
ary 18, the reserve ratio stood at 77.7 per cent., 
as compared with 45.6 per cent. two years ago, 
due to a 74 per cent. growth in reserves, com- 
bined with declines of 4 per cent. and 21 per 
cent., respectively, in total deposits, and Fed- 
eral Reserve notes in circulation. 

Member Banks. Total loans and_ invest- 
ments, including rediscounts, at the close of 
1921 were but $121,000,000 (less than 10 
per cent.) lower than at the opening, prac- 
tically all this decline having occurred in 
the holdings of banks in Boston. Loans in 
the banks of the selected cities outside of Boston 
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declined only $16,000,000 (5 per cent.) while 
United States securities owned by them in- 
creased $3,000,000, thus offsetting nearly one- 
fifth of the loan contraction. Meanwhile, total 
borrowings at the Federal Reserve Bank of 
Boston were reduced $75,000,000 (65 per cent.) 
by Boston banks while outside banks actually 
increased their borrowings by $2,000,000 (25 
per cent.). 

During the same period total net demand de- 
posits of all the selected banks dropped over 
$60,000,000 (7 per cent.), Boston banks losing 
$32,000,000 (5 per cent.) and outside banks 
$28,000,000 (10 per cent.). Thus it is apparent 
that the outside banks have suffered relatively 
twice as heavy curtailment in their net demand 
deposits as have Boston banks, in spite of the 
fact that their total loans and investments 
declined relatively little. 

Acceptances. From the middle of December 
to the end of the year the market for bankers’ 
acceptances was extremely dull. In order to 
help the market the reserve bank reduced its 
purchasing rate and purchased freely for its 
own portfolios. With the relief to their port- 
folios the bill brokers at their 
offering rate by one-eighth per cent., but as the 
year end approached and the prospect of lower 
rates after the first of the year became an im- 


once increased 
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portant influence on the competition for bills, 
rates again sagged back 414 bid and 4)% asked. 
The acceptance market during the first week of 
January was fully as dull as it had been in mid 
December. The competition for bills early in 
January by brokers anxious to fill their port- 
folios in anticipation of a good market for 
acceptances in the near future again broke rates 
to a new low level of 37% bid with sales at 334. 
While for a few days brokers were able to make 
sales at the new rates the sales were not sufficient 
in volume to keep up with the offerings of bills 
and this, combined with the increase of rates of 
call money in New York, put up prices again 
about one-eighth per cent. A feature of the bill 
market during the past few weeks has been the 
large proportion of bills against cotton and grain. 
Even with the low rates.prevailing on accept- 
ances there has been evidence of continued buy- 
ing by savings banks and banks outside of 
Boston. Since the first of the year conditions 
have been such that the reserve bank has kept 
its purchase rate at a point where it is unprofit- 
able for banks or brokers to dispose of their 
holdings of bills through that channel and there- 
fore its purchases have been insignificant since 
the first of the year although there has been an 
increase in the volume of bills carried on repur- 
chase agreement. 
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RETAIL 


The Boston department stores which regularly 
report to the Federal Reserve Bank sold a larger 
volume of merchandise during the past Decem- 
ber than they did during the corresponding 
month a year ago. The exact improvement 
cannot be measured, but an idea of the gain can 
be obtained by noting that the number of sales 
transactions of five of the larger department 
stores was 9.6 per cent. larger than in December, 
1920. Nor was this year’s improvement in the 
volume of trade confined to the larger stores in 
the district; it was participated in by many 
smaller stores, not only in Boston but in other 
New England cities. 

The amount of business done during December 
measured by the dollar totals of the sales, was 
larger than many merchants expected. While 
many had looked forward to selling a larger 
volume of merchandise in view of the appre- 
ciable decline in retail prices during the past 
year, it is somewhat surprising to learn that the 
net sales of the group of eight Boston depart- 
ment stores which report to this bank showed a 
gain of 5.9 per cent. over the net sales for Decem- 
ber, 1920, and the corresponding gain for the 
group of 18 department stores in other New 
England cities was 5.5 per cent. 

There was more unanimity among the mer- 
chants’ reports for December than formerly as to 
which kinds of merchandise were selling well and 

Net Sales During 


December, 1921 
Compared with:— 





Dec. Nov. 

1920 1921 
8 Boston Department Stores : +5.9% +48 .0% 
18 Outside Department Stores +5.5° +69 .4‘ 
Total 26 Department Stores P +5.8° Q 
4 Boston Women’s Apparel Shops +1.4° +25.3° 


*3 Women’s Apparel! Shops. 


NET SALES 


EIGHT BOSTON DEPARTMENT STORES 





Average Monthly Net Sales, January to June, 1919 = 100 


TRADE 


which poorly. Some of those in the former class, 

selling well — apparently are men’s furnish- 
ings, furniture, underwear, hosiery, leather goods, 
gloves, kitchen goods and handkerchiefs. Re- 
ports from several sources indicated also that 
phonographs were sold in much larger quantity 
this past Christmas than the year previous, and 
that there was considerable improvement in the 
sales of jewelry and toys. Men’s clothing has 
been going well since some drastic price reduc- 
tions were made after Christmas. The kinds of 
merchandise which are moving slowly include 
dress goods, books and _ stationery, ribbons, 
millinery, notions, paper patterns and confec- 
tionery. The foreign goods which have appeared 
recently in the stores of New England have sold 
well,— French and Belgian handmade novelties, 
for instance, meeting with considerable approval. 
The invasion of our markets by foreign mer- 
chandise continues to act as a cautionary signal 
for some merchants who fear that it will tend to 
unsettle the prices of domestic products, while, 
on the other hand, other merchants have seized 
the opportunity to give their customers bargains 
in imported articles, obtaining a quick turn-over 
at the same time. 

Merchants’ stocks of goods on hand at the 
beginning of the year were probably larger from 
the point of view of number of pieces, yards and 
pounds, than at the corresponding time a year 
ago, although the aggregate retail value was 
less. 


Net Sales Stocks at Retail Ratio of Stocks 
During July December 31, 192 to Net Sales during:— 








thru Dec., Compared wi 
1921 Com- De \ 30, Dec. July thru 
pared with 1920 1921 1921 Dec. 1921 
\ —I13.7' E75 2.90 
: —18.1° 24 5 
: 15.0 1.87 .16 
: * —12.6‘ 1.64* 2.51" 
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WOO! The Boston wool market has 

been active during the past 
month, in fact more so than for over a year, 
purchases both by speculators and customers 
combining to materially increase prices. The 
wave of buying has appreciably affected the 


price O! tops, although there has been less change 


in yarn prices. 

The increased trading in raw wool is attri- 
butable to three factors. The most important 
Wa the tatement issued by the Boston Wool 
Trade Association « January 12, disclosing the 
SMali s cks Ol a\ Wool held by the Boston 
dealers on January 1, 1922; the smallest amount 
held em since the first of toro, and but 
half of their stocks on January 1, 1921. Further- 
more, there is a scarcity of the finer wools 
thro ohout the | nited states, ind this, in con- 
junction with the small supplies available in 
Boston, gave added incentive for speculative 
purchases. There is evidence of the New Eng- 


land mills having been in the market, no doubt 


endeavoring to cover a portion of their require- 
ments before the fall opening, which took place, 
in the instance of one company, on January 23. 

There has been a recession in the activity of 
the woolen and worsted mills in this district 
since the first of the winter. The chart below 
shows the changes in the rate of production in 
this industry in New England, taking account of 
the varying number of days in the different 
months. The roo per cent. line represents the 
average rate of production during the last period 
of business prosperity, arbitrarily assumed to 
be the twelve months between July, ro19, and 
June, 1920, inclusive. It will be seen from the 
chart that the mills are running at as high a 
rate as could be expected even if business 
throughout the country were in a prosperous 
condition. 





WOOL INDUSTRY 
RATE OF MANUFACTURING ACTIVITY 


NEW ENGLAND 


919 ! 





Monthly totals of Wool and Cotton consumed in New Engla 
Average rate during Ju 





uly, 


February 1, 


COTTON The rate of activity at which 
New England’s cotton manu- 
facturing industry has been operating during 
recent months is shown by the chart at the 
bottom of the page, which makes due allowance 
for the varying number of working days in the 
month. The twelve-month period ending June, 
1920, Was selected as the latest period during 
which mills operated substantially on a capacity 
basis, and comparisons are made with the aver- 
age of this period taken as a base. An almost 
steady upward trend in manufacturing activity 
is visible throughout tro021. That the cotton 
manufacturing industry of this district should 
attain an activity of from 80 to go per cent. of 
normal capacity, in the face of the general 
industrial situation, is an outstanding achieve- 
ment. With operation on the present high 
basis, any further marked improvement can 
hardly be expected until business in the United 
States as a whole shows definite improvement. 
The policy adopted by manufacturers in the 
price changes announced during the early weeks 
of the new year has been thoroughly construc- 
tive. Upward revisions were moderate and 
largely confined to cloths whose prices had not 
advanced with higher quotations for cotton dur- 
ing the autumn of 1921. Print cloths declined 
slightly during the first three weeks of January, 
and the demand for heavy goods is still sluggish. 
Manufacturers of fine cloths are hampered by 
the fact that long staple cotton is more expensive 
than warranted by the price of their products. 
Cotton exports, heavy until the first of the 
year, decreased during January. The really 
outstanding factor in this field is the decline in 
British purchases, and the gains recorded by 
Germany and Japan, indicating that Great 
Britain is feeling the effects of keener competi- 
tion in both European and Asiatic markets. 


—-—— 





COTTON INDUSTRY 
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nd have been adjusted for the number of days in each month. 
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PAPER Paper production, as shown by 

the accompanying chart, de- 
clined slightly during the month of November, 
and stocks on hand December 1 recorded the 
first increase since March, 1921. These changes 
in trend are accounted for by a curtailment in the 
manufacture of paper board and increased stocks 
of both paper board and book papers. Reports 
from 28 companies producing between 80 and 90 
per cent. of the newsprint manufactured in the 
United States indicate that that branch of the 
industry operated at about four-fifths of capacity 
during December, and that both output and 
shipments increased. 

In the fine paper field orders received by manu- 
facturers began, during midsummer 10921, to 
exceed shipments and production for the first 
time since the beginning of the depression. This 
condition continued until November, when a 
slump occurred. The experience of paper mer- 
chants was not materially different, and orders 
for book cover and writing papers as well as for 
most grades of coarse paper declined at approxi- 
mately the same time. Preliminary reports indi- 
cate a moderate improvement in the situation 
during December and the first half of January. 

Manufacturers’ stocks are in general slightly 
higher than a year ago, and probably 25 per 
cent. above the average for the past three years. 
The inventories with which paper merchants 
enter the new year are, however, greatly reduced. 
In the coarse paper field, for instance, stocks, 
expressed in actual tons, are-more than 4o per 
cent. lower than a year ago. 

Paper prices continue steady. There has 
been an increase in the cost of certain raw mate- 
rials during recent months, but occasional efforts 
of manufacturers to counteract this by advancing 
the price of the finished product have not been 
successful. 


PAPER PRODUCTION AND STOCKS 
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Paper Statistics are those of the Federal Trade Commission. 


PRICES Since the early part of last 

summer, the general price level 
of commodities in the United States has re- 
mained practically stationary. The prices of 
some individual commodities have risen in a 
marked degree, while others have continued to 
recede. 

The question as to whether or not the general 
average of commodity prices is the same now 
as it was in 1913, or is higher or lower, is of 
secondary importance to the question as to 
whether or not the relation between the prices 
of various groups of commodities is practically 
the same now as it was just prior to the war or 
even during the boom of t91g-1920. For ex- 
ample, it is more important that the farmer be 
able to purchase with the proceeds of his crops 
the commodities he needs in order to live accord- 
ing to his usual standard than that he should 
get some arbitrary price for a bushel of wheat. 
The chart below is designed to show the ranges 
of movements in the exchange value, not the 
price, of the group of commodities termed 
“farm products.” When the purchasing power 
of the farmer declines there is generally apt to 
be an industrial depression, because the farmer 
constitutes such a large portion of the consumers 
of the country. It will be seen from this chart 
that his purchasing power began to decline dur- 
ing the summer of 1919, and continued to fall 
until the early part of 1921. During the past 
year, however, it remained practically stationary, 
indicating that the position of the farmer has, 
generally speaking, neither improved nor become 
worse in that time; and the statement may fur- 
ther be ventured that there is little chance for an 
improvement in his condition until the new crops 
are harvested in the autumn, inasmuch as last 
year’s crops have largely passed out of his 
hands. 


EXCHANGE VALUE OF FARM PRODUCTS 
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Exchange Value of Farm Products computed from prices furnished 
by the U. S. Department of Labor. 
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BOOTS AND SHOES 


The shoe factories in New England are moder- 
ately active, producing shoes for spring delivery. 
On the whole they were operated at approxi- 
mately the same rate during December as in 
November, although when a comparison is made 
with the corresponding month last year there is 
shown to be a gain of approximately 4o per cent. 
If the trend of production follows the usual 
seasonal course, an increase in activity should be 
shown during January, February and March. 
There is a fair basis for believing that this trend 
will be followed, because the amount of net new 
orders received by the factories during the clos- 
ing months of last vear, when they were taking 
orders for spring delivery, was larger than during 
the corresponding period the year before. The 
third chart at the bottom of the page shows the 
fluctuations in the amount net new orders 
received by several representative New England 
concerns, and 


of 


to the increased 
orders received for the spring season’s produc- 
tion. The latest available data from the New 
England manufacturers who report to the Fed- 
eral Reserve Bank show that their production at 
the beginning of the year was at a rate of be- 
tween 60 and 70 per cent. of capacity. 
Shipments the were larger 
during December than during November. Ship- 
ments will undoubtedly further increase in Jan- 


calls attention 


from factories 
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uary and February, following the usual seasonal 
trend. December shipments were about 50 per 
cent. larger than for the same month in 1920. 

Labor difficulties are curtailing production 
in quite a few New England factories. Those in 
Lynn and Haverhill have been most affected. 
Some progress has been made toward a solution 
of the problem, however, at recent conferences. 

It is a matter of real concern to the general 
business interests of this district, as well as to the 
shoe manufacturers in particular, that the 
growth and activity of the shoe industry in New 
England is not keeping pace with that in the 
west. The United States Department of Com- 
merce took a census of shoe production through- 
out the country last November, making possible 
comparisons with the production in 1914 and 
1919. The table below, which shows the de- 
cline of New England in this field, is significant. 
In 1914 this district produced 52.9 per cent. of all 
the shoes made in the country, while the propor- 
tion had dropped to 48 percent. by 1919, and by 
this latest census in November 1921 to 37.5 per 
cent. Some of the falling off between ror9 and 
November 1921 was undoubtedly due to the 
growth in the producing capacity in the west, 
but probably the larger portion is due to the 
higher rate of production of low-priced shoes in 
certain centers of that section. 
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Number of Pairs Produced Proportion of New E 
during November, 1921 Production to Total Uni 
I Total New All other 
United States E 1 States 1914 1919 
rOTAI q 51 8 14 3 52.5 %* 48.0% 7.5 
Men 6,780 OTs 56.4% 4.2 
Wome 6 2 19.9 ° 52.6‘ 4r.2 
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FAILU 


The failure record during the year 1921, 
whether measured from the point of view of the 
number of concerns succumbing or the volume of 
liabilities represented, constitutes what is prac- 
tically a high figure for all time. According to 
R. G. Dun & Co., the volume of liabilities, 
$627,000,000, is almost twice as large as during 
any preceding year on record, and that for the 
last quarter of 1921 alone is greater than the 
yearly average for the period 1916-1920. In 
order to make a fair comparison with past 
vears, however, some allowance must be made 
for the growth of the country, the increasing 
number of firms in business, and the continual 
changes in the level of prices. During the past 
year slightly over one per cent. of firmsin business 
failed, and this percentage has been exceeded in 
10 of the preceding 30 years. Heavy as is the 
volume of liabilities of concerns which have suc- 
cumbed during the past 12 months, this, too, 
if allowance is made for changes in the price 
level, has been equalled in times past. 

An analysis of failure statistics indicates that 
manufacturing industries are somewhat less sub- 
ject to fluctuations in business conditions than 
the distributors of commodities. This may be 
due in part to the fact that the capital invested 
in the average manufacturing establishment is 
somewhat greater, and that the field is probably 
on the whole somewhat less easy to enter than 
that of, say, retail distribution. While all 
groups of manufacturers and traders have 
naturally suffered heavily, the greatest increase 
in both the number of failures and the aggregate 
of liabilities has occurred among general stores 
and dealers in clothing, furnishings, footwear, 
furniture, dry goods and carpets, hardware, hats, 
fur and jewelry. These, as a group, accounted 
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for practically one-third of all failures other than 
manufacturing during the period 1917-10920. 
and for fully one-half during the past year. The 
volume of liabilities involved in failures within 
this group was approximately ten times that of 
two years earlier, and its proportion to that of all 
failures was twice as great as during 1910. 

The charts at the bottom of this page com- 
pare the situation in New England with that 
of the country as a whole, both from the point 
of view of the number of business failures and 
the amount involved in such failures. While 
both viewpoints are important, the former is on 
the whole considered of most use in gauging 
business conditions, because it preserves its trend 
more definitely, and is not seriously affected, for 
instance, by a single large failure. Both charts 
reveal similar general trends for New England 
and the United States, but bring out certain 
significant differences. Though a number of 
commodities in which New England is vitally 
interested, such as leather, wool and cotton, 
were among the first to feel the effects of liqui- 
dation, and all suffered heavy price declines, the 
increase in the number of business failures and 
especially in the volume of liabilities involved 
was substantially less rapid in New England 
than in other sections of the United States. In 
both charts the height of the peaks reached stand 
out less in the case of New England than in 
that of the country as a whole, and finally the 
status of this Federal Reserve District, as con- 
trasted with conditions a year ago is relatively 
much more favorable than that revealed by the 
curve of failures in the United States. These 
factors indicate that business in New England 
has weathered the difficulties with a surprisingly 
small total of business failures. 


-— 


LIABILITIES OF FAILURES 


NEW ENGLAND — UNITED STATES 


| a 1919 220 32 922 
} ole 








The failure statistics used are those of R. G. Dun & Co. 
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BUILDING The building situation in New 
England has improved steadily 
for several months. During the first quarter of 
19021 the value of the contracts awarded aggre- 
gated only about one-third as much as during the 
preceding year, but succeeding months recorded 
more favorable results, and during the last quar- 
ter of 1921 the volume of contracts awarded ex- 
ceeded that of the corresponding period of the 
previous year by over 30 per cent. 

The kind of new construction during 1921 was 
quite different that of 1920. Business 
and industrial projects aggregated almost one- 
half of the total value of all kinds during 1920, 
but accounted for only 25 per cent. of the total 
during 1921. More noteworthy was the marked 
increase, especially during the latter months of 
the year, in residential building. Contracts for 
this purpose represented only one-fourth of the 
total during the month of January. By the end 
of the first quarter the proportion had increased 
to two-thirds. In the two succeeding quarters 
residential building accounted for approximately 
40 per cent. of total construction. During the 
last three months of the year, however, the 
volume of residential building was larger than 
that of all other combined, and in 
December the total construction of this char- 
acter was more than double the aggregate of the 
other groups. 


from 


classes 


The accompanying chart shows the physical 
volume of construction during the past six years. 
While the average of 1921 is lower than that of 
other years, the trend is definitely upward, and 
the value of the contracts awarded during 
December, when construction is normally on 
the decline, due to seasonal influences, was the 
largest for the year. This condition should 
promise well for the building industry during 
1922. 
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TRANSPOR- 
TATION. 


Car loadings in the United 
States for December and the 
first half of January were low, 
even making allowance for the smaller volume of 
business normally offered during the winter 
months. The actual totals were from 10 to 15 
per cent. below the average of the preceding two 
years, with the greatest decrease in the case of 
ores, coal, coke and timber products. New Eng- 
land, as shown by the accompanying chart, 
occupies a relatively more desirable position; 
car loadings during the five weeks ending Janu- 
ary 7 aggregated 172,000, contrasted with 
154,000 for the same period during the previous 
year. This increase of somewhat over to per 
cent. indicates a definite gain, but conditions are 
still admittedly subnormal. The seriousness of 
the transportation situation is shown by the fact 
that the number of idle cars in the United States, 
600,000, is the highest on record. 

The net operating income of the railways of 
the United States for 1921 is estimated at $616,- 
000,000, a sum slightly less than enough to 
meet fixed charges, and these earnings, inade- 
quate though they are, were gained only by 
curtailing maintenance of properties and equip- 
ment. During midsummer, for instance, one car 
in every six on American railways was unfit for 
service, a proportion three times as high as 
normal. The greatly improved financial results 
of the last half year’s operation were, however, 
encouraging. Equipment and supplies in general 
have materially decreased in price. Rolling 
stock can be purchased at from 30 to 35 per 
cent. less than during the peak of prices, and 
savings in the cost of fuel are probably equally 
large. A number of very substantial contracts 
for locomotives and cars were placed during 
December and January by roads whose financial 
condition made possible the investment. 
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Based on F. W. Dodge Co.'s statistics. Adjusted for building costs 
by this bank. The lighter line represents the actual monthly figures 
while the heavier shows the general trend 


Carloading statistics are those of the American Railway Association. 
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the amount of un- 
New England 
past month have been caused largely 


such 


LABOR Changes in 


employment in 
biveh cont! 
during the 


Tee 
by seasonal influences, 


as, for example, an 


increased call for labor of such as ice 


types 


cutters. The demand from employers for skilled 


help has been proportionately less active than 
for unskilled Jabor, and women have had more 
opportunities to find employment than men. 

While unemployment in the shoe centers of 
Massachusetts continues large, real progress 
has been made in breaking the deadlock existing 
in the wage situation. 

In the textile centers unemployment is rela- 
tively small, as both the woolen and cotton 


industries are operating at not far from capacity 


The cotton industry of New England, however, 


facing keen southern competition made possible 
ver choance tole. ta inee ccneiowel seen 
DY Cne ipel labor, 1s under continua pressure 
; ] o, ° . 
to cut wages, and several smaller mills scattered 
throughout the district have reduced rates of 
pay from ro to 20 per cent. during the past 
month; but this movement has not spread to the 


here is evidence of an effort 


stability of 


larger centers where t 


to maintain the existing wage 


scale 30 


Unemployment in the granite industry is large. 
\n attempt to put into effect a substantial re- 
in one center resulted in 


duction of wages 


ves has 
a strike involving several hundred employees. 

Phe number employed in the paper industry 
is probably slightly lower than a few weeks ago, 
and the Boston Public Employment Office 
report smaller call than usual at this season 
for help in the printing industry. 

Conditions in the metal working establish- 
ments are spott Scattered wage reductions 
continue, but, though reports from different 
sections are somewhat conflicting, there is 
probably a slight net gain in employment. 

The records of the State Public Employment 


Office at Worcester for the month ending Jan- 
an increase of 19 per cent. in the 
24 per cent. in the num- 


demand for help and of 
ositions reported filled, as compared 
ling month, and a gain of approxi- 

when contrasted with the 
period a year ago. The office at 


e% 1 
with the preces 


mately the same size 
corresponding 
Springfield reports that the number of appli- 


cants in proportion to positions filled has shown 


I 


a steady though moderate decrease for several 
months. The Boston Public Employment Of- 
fice has received more calls for machinists, 
toolmakers, auto screw machinists, steel pol- 
ishers, blacksmiths and tinsmiths than at any 


time during the past six months. 
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GENERAL The business situation through- 


BUSINESS out the country during January 
CONDITIONS has been reviewed by the Fed- 


THROUGHOUT — eral Reserve Board in the fol- 


THE COUNTRY lowing statement: 

“Production and trade show no 
striking departures from the conditions prevailing 
at the first of the At 


usually occurs a period of slackening in various 


year. this season there 
lines of manufacture and this has been true dur- 
ing the past month. Such recession as there 
has been does not, however, go beyond the pro- 
portions to be expected at this time of the year. 

The Federal Reserve Board’s commodity price 
index number for December shows a reduction 
of only two points, as compared with a month 
earlier, while the United States Bureau of Labor 
Statistics reported no change in its index. 

On 
largely centered about the iron and steel trade. 


the productive side, interest has been 


The activity in that branch of business has, on 
the whole, been slightly on the increase, the end 
of the year showing a slowing down due to the 
usual inventory period, while during the first 
part of January better inquiry, particularly from 
railroads, has tended to increase the volume of 
orders on hand as well as the activity of the 
plants. Demands for nonferrous metals continue 
quiet. In cotton and woolen textiles no mate- 
rial change has taken place, but in other manu- 
facturing lines there has been, if anything, a 
moderate tendency toward improvement. 

A slight increase in unemployment is attribu- 
table largely to seasonal recession and indicates 
no important changes in the general demand for 
labor. Building operations have been unusually 
well maintained, especially for this season of the 
year, being about double those reported for the 
corresponding month a year ago. 

Wholesale trade lines have shown great varia- 
tion. Sharp declines have occurred in dry goods 
and boots and shoes, while hardware sales, al- 
though not declining in so marked a degree, have 
fallen off substantially. Groceries also show a 
lessened volume of demand. In the southern 
states decline in wholesale lines has been especially 
pronounced in dry goods and shoes. The figures, 
however, make a distinctly favorable showing as 
compared with a year ago. 

In retail trade, buying demand in the manu- 
facturing districts of the East and North still 
shows improvement, while demand in the agri- 
cultural regions of the West and South indicates 
sharp decrease as compared with the correspond- 
ing period a year ago.” 
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Condition of Selected Member Banks 
(In Thousands of Dollars 
Banks in Portland, Fall River, New Bedford, 
Banks in Boston. Springfield, Worcester, Providence, 
Hartford and New Haven. 
RESOURCES an: 18, 22. Des 14, °21- Jan. 21, 721 , I 21, 1921. Jan. 18, °22 Dec. 14, ’21 J Bhs 21 | ; "9 ar 
Commercial Loans and Investments, $489,592 $511,916 : — 88,158 $296,738 $297,610 $309,921 —13,183 
Loans Secured by U. S. obligations 27,495 30,137 68,185 — 40,690 13,413 16,364 15,967 — 2,554 
Loans Secured by Stocks and Bonds, 167,360 155,564 143,104 + 24,256 69,424 69,548 71,083 — 1,659 
U. S. Certificates Owned . * : 4,677 5,801 13,266 - §8,589 4,934 4,348 8,547 — 3,613 
Other U.S. Obligations Owned . ‘ 19,565 14,820 10,267 + 9,298 48,479 48,147 38,158 + 10,321 
Total Loans and Investments 708,689 718,238 812,572 103,883 432,988 436,017 443,676 —10,688 
Cash in Vaults. ; ; P ‘ 10,793 13,495 14,148 53309 13,202 13,805 12,489 + 713 
Reserve at Federal Reserve Bank . 71,186 623,085 65,249 4-4 5540 3 21,251 23,462 — 1,219 
LIABILITIES 
Net Demand Deposits ’ ‘ . 601,780 588,936 600,496 + 26 241,372 261,717 — 18,250 
Time Deposits : : 73,241 72,814 68,406 + 3835 143,984 141,002 136,809 + 7,175 
Government Deposits ; : : 11,646 15399 20,324 - 567! 3,581 Zils 433 - 3,148 
Total Deposits , . , . 686,667 669,089 689,226 391,032 384,489 398,959 7,927 
Money Borrowed at Fed. s. Bank, 21.075 37,819 98,081 77,006 6,385 e527 7,242 857 
Capital ; : ; ? . ‘ 56,400 56,200 55,937 4 463 3L-S50 31,350 31,350 000 
Surplus : ; ; , : : 62,132 62,136 61,899 + 255 29,750 29,750 29,350 4-4 400 
Undivided Profits : : : Z 18,067 22,465 19,162 1,095 16,900 16,684 15,293 + 1,607 
Ratio of Borrowings to Tota 3.0% 5.277, 12.1% - 919 ES 2.64% 1.6% A e// 


Condition of Federal Reserve Bank of Boston 


(In Thousands of D 
RESOURCES LIABILITIES 


Jan. 18,°22 Dec.14,’21 Jan.21,’21 Jan.18,’22 Dec. 14,’21 
GoldReserve againstF.R.Notes $173,304 $204,254 $187,693 Capital . «= = $7,936 $7,936 
Gold Reserve again osits, 44,407 42,611 41,304 Surplus : P ‘ : 16,532 19,417 
Total Gold . . . 217,711 246,865 228,997 Deposits: 
Legal Tender and Silver . . 20,490 16,508 13,890 Government. F 4,111 9,196 736 
Total Cash Reserves . 238,201 263,373 242,887 Member Bank Reserves, 121,953 111,605 116,766 
Discounts secured by U.S. Sec., 16,274 26,493 70,474 All other. . i 812 at 510 
Discounts—Commercial Paper, 25,003 40,109 63,714 Total Deposits. 126,876 121,745 118,012 
sankers’ Acceptances purchased, 9,292 8,299 17,746 Federal Reserve Notes. 179,840 207,668 266,770 
U.S. Sec. against F.R. Bk. Notes, 8,450 9,950 21,436 Federal Reserve Bank Notes, 7,221 5,440 19,361 
Other U. S. Securities owned 26,566 1,762 624 Collection Items , : 44,289 49,120 33,696 
Total Earning Assets . 85,585 86.613 173,994 Allother liabilities . 746 1,169 1,386 
inuoleccedateme .. : . 53.955 57.009 41.344 Total Liabilities . 383,440 412,495 462,674 
Other resources ; 5,699 5,500 4.449 Reserve Ratio . : 11.1% 19.9Q%, 64.4% 


( 


Total Resources ; . 383,440 412,495 462,674 Loans to other Fed. Res.Banks, 1,000 9844 
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SAVINGS DEPOSITS 


IN NEW ENGLAND 


DURING 1920 and 1921 
(Compiled by The Federal Reserve Bank of Boston, February, 1922) 


Comparable returns made to the Federal Reserve Bank of Boston by 434 identical savings banks 
and savings departments of trust companies and national banks in New England, covering the four 
six-months’ periods of the calendar years 1920 and 1921, and representing about 80 per cent. of 
all New England savings deposits, render possible a more comprehensive and up-to-date survey of 


savings deposits than has hitherto been available. 


The results classified in detail by states, by 


savings and commercial banks, and by cities arranged in industrial groups are shown on Tables I, 
II and III on the following pages, and are briefly summarized as follows: 


Net Gain 
Over Preceding 
Period Including 
Interest Credited 


Amount on 

Year Ending Deposit 

December 31 
1919 
1920 


1921 


$1,783,820,000 
1,929,017,000 
1,968 ,024,000 


$145,197,000 
39,007,000 


In this investigation an effort has been made 
to arrive at a figure which will show the actual 
new savings brought into the banks by de- 
positors as distinct from increases in accounts 
due simply to interest added to principal. It 
thus appears that although total savings on 
deposit throughout New England grew some 2 
per cent. during 1921, a remarkably good per- 
formance in view of the depressed industrial 
conditions, this gain nevertheless represented 
less than one-half the amount of interest or divi- 
dends paid or credited during the year. Thus 
earnings from savings accounts which were in 
effect redeposited and added to principal so far 
failed to offset withdrawals of all kinds that the 
resulting net new principal on deposit shows a 
decrease of 2.18 per cent. 

Taken as a whole the second half of 1921 
showed a weaker situation, the gross amount on 
deposit gaining only a little more than one 
half as much as during the first half of the 
year, while the decline in the amount of net new 
principal on deposit nearly doubled. The only 
states showing reduced gross deposits were Con- 
necticut and Vermont, the gross gains in the 
other four states being more than sufficient to 
offset these losses in the totals for New Eng- 
land. After deducting interest or dividends 
credited, however, every state showed a decline 
in net new principal on deposit. 

The average New England savings account 
has grown steadily in the last two years from 
$469 on December 31, 1919, to $488 on Decem- 
ber 31, 1921, on which date Rhode Island, with 
$717, per account had the highest average, and 
Maine, with $422, the lowest. 

Although the amount on deposit in the 142 
savings departments of the reporting trust com- 
panies and national banks constituted only 
13 per cent. of the total in the 434 selected 
banks on December 31, 1921, they accounted for 


Interest 
Credited 


$75,230,000 
80,991,000 — 


Gain or Loss 
In Net New Principal 
Deposited 
Amount 


Number of 


\verage 
Accounts 


\ccount 
Per cent. 


803,000 
968,000 
4,033,000 


$469 
486 
488 


? 

a 
? 

d 


+$69 967 OOO 
41,984,000 


44 per cent. of the last six-months’ gain, and 39 
per cent of the entire gain for the calendar year 
1921. With the exception of savings banks in 
Connecticut there were no declines in the num- 
ber of depositors in either class of banks in any 
state last year, but the net gain for the 292 sav- 
ings banks carrying 3,374,000 accounts was only 
6,000 during the entire year 1921, as contrasted 
with 59,000 additional accounts in the savings 
departments of the 142 commercial banks, which 
had altogether only 659,000 accounts on De- 
cember 31, 1921. 

Taking individual cities by industrial groups, 
it appears that the shoe and leather centers, 
which were the first to feel the effects of the 
industrial depression,—sustaining losses in sav- 
ings deposits during the latter part of 1920,— 
showed distinct improvement throughout 1921. 
The machinery and metals group of cities on the 
other hand were flourishing in 1920, but hard 
hit in 1921. The textile cities, with the single 
exception of New Bedford, showed steady in- 
creases in the amount of savings on deposit. 
Of course these gains were not so great as in 
1920, but nevertheless the fact remains that the 
textile cities were the only industrial group to 
show gains in both years, although, with the 
exception of Lawrence and Fall River, the gains 
represented interest added to principal, those 
two cities alone showing a balance of net new 
principal. 

Taking each industrial group as a whole, the 
number of depositors increased during 1921 in 
the textile and other cities but declined in the 
machinery centers. 

In each group, however, half of the cities 
reported fewer accounts in 1921 than in 1920. 
As in past years the size of the average savings 
account was considerably larger in the textile 
group than in any of the other industrial groups 
taken as a whole,—an interesting side light in 
view of the textile strike now in progress. 
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TABLE III. SUMMARY OF REPORTS OF SAVINGS DEPOSITS (SELECTED BANKS) 


NUMBER OF ACCOUNTS 
No. of Dec. 31, June 30, Dec. 31, June 
Banks 1919 1920 
All reporting banks . : . : 3,803,000 
Connecticut 


Maine 


30, Dec. 31, 
1920 1921 1921 


3,908,000 3,968,000 4,001,000 4,033,000 
581,000 597,000 618,000 620,000 623.000 
245,000 250,000 255,000 257,000 
Massachusetts 2,388,000 2,455,000 2,480,000 2,503,000 
New Hampshire 188,000 196,000 200,000 203,000 
Rhode Island . ; : 275,000 280,000 284,000 287,000 


126,000 130,000 131,000 131,000 


260,000 
2,519,000 
206,000 
290,000 
135,000 


Vermont 


Savings banks only ‘ : : : 3,300,000 
Connecticut 
Maine 
Massachusetts ; 2,259,000 2,264,000 2,262,000 2,265,000 
New Hampshire . ; ; 159,000 165,000 168,000 169,000 171,000 
Rhode Island 177,000 179,000 181,000 182,000 183,000 
Vermont 68,000 70,000 70,000 70,000 72,000 


3,353,000 3,368,000 3,364,000 3,374,000 
199 000 507,000 511,000 507,000 509,000 
172,000 173,000 174,000 174,000 174,000 


State and National banks : ; : 503,000 555,000 600,000 637,000 659,000 
Connecticut 


: ; 82.000 90,000 107,000 113,000 114,000 
Maine ; ; 73,000 77,000 81,000 83,000 86,000 
163,000 196,000 216,000 241,000 254,000 
29 000 31,000 32,000 34,000 35,000 
98 O00 101,000 103,000 105,000 107,000 
58,000 60,000 61,000 61,000 63,000 


Massachusetts 
New Hampshire 
Rhode Island 


Vermont 


Boston 614,000 617,000 620,000 643,000 654,000 


Textiles 339,000 356,000 359,000 358,000 362,000 
45,000 48 000 48 000 49 000 50,000 
Lewiston : : ; ; 19,000 19,000 19,000 19,000 18,000 
Nashua ; ‘ : ; é 7.000 8,000 9 000 10,000 10,000 
94,000 97,000 97,000 95,000 95,000 
29,000 32,000 32,000 33,000 35,000 
32,000 
83,000 
39,000 


Manchester 


Lowell 
Lawrence 
Fall River 
New Bedford 


Pawtucket 


29,000 31,000 32,000 32,000 
80,000 83,000 83,000 82,000 
36,000 38,000 39,000 38,000 


Shoes and Leather 
Manchester 


234,000 245,000 243,000 245,000 246,000 
. ; ‘ ; . g 45,000 48,000 48,000 49.000 50,000 
Haverhill : - ; : : ; 


38,000 39,000 38,000 38,000 
22,000 22,000 22,000 23,000 
57,000 59,000 59,000 59,000 


39,000 
23,000 


58,000 
21,000 21,000 21,000 21,000 21,000 
51,000 56,000 55,000 55,000 


Brockton 
Salem 
Newburyport 
Lynn 55,000 


Machinery and Metals 405,000 418,000 425,000 418,000 419,000 
Beverly 14,000 15,000 15,000 15,000 15,000 
8,000 8,000 9,000 9,000 9,000 

193,000 202,000 206,000 204,000 203,000 

40,000 40,000 40,000 38,000 38,000 
52,000 54,000 56,000 55,000 58,000 
98,000 99,000 99,000 97,000 96,000 


Greenfield 
Worcester 
New Britain 
Waterbury 
New Haven 





